In our opinion… , vol. 13 no. 4, October 1997 by American Institute of Certified Public Accountants. Audit and Attest Standards Team
University of Mississippi 
eGrove 
Newsletters American Institute of Certified Public Accountants (AICPA) Historical Collection 
1-1-1997 
In our opinion… , vol. 13 no. 4, October 1997 
American Institute of Certified Public Accountants. Audit and Attest Standards Team 
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news 
 Part of the Accounting Commons, and the Taxation Commons 
Recommended Citation 
American Institute of Certified Public Accountants. Audit and Attest Standards Team, "In our opinion… , 
vol. 13 no. 4, October 1997" (1997). Newsletters. 1260. 
https://egrove.olemiss.edu/aicpa_news/1260 
This Article is brought to you for free and open access by the American Institute of Certified Public Accountants 
(AICPA) Historical Collection at eGrove. It has been accepted for inclusion in Newsletters by an authorized 
administrator of eGrove. For more information, please contact egrove@olemiss.edu. 
In Our Opinion..
The Newsletter of the AICPA Audit and Attest Standards Team
Vol. 13 No. 4 October 1997
New Chair, Vice-Chair, and 
Two New Members of the ASB
eborah D. Lambert has 
been appointed by the 
AICPA’s board of direc­
tors to succeed Edmund R.
“Randy” Noonan as chair of the 
Auditing Standards Board (ASB), 
beginning January 1, 1998. 
Debbie is the first woman to 
chair the ASB, and is the second 
small firm practitioner to hold 
that position.
Debbie is founding partner of 
Johnson Lambert & Co., in 
Bethesda, Maryland. She cur­
rently is responsible for her 
firm’s financial services industry 
business unit and quality control 
system, and serves as client ser­
vice executive. Debbie also has 
served the profession with dis­
tinction through her substantial 
involvement in AICPA commit­
tees. She has been a member of 
the AICPA’s Assurance Services 
Executive Committee and 
Insurance Companies Committee, 
and for a five year period ending 
in 1996, has been a member of 
the ASB. While on the ASB, she 
chaired the task force that devel­
oped the audit and attestation 
standards for agreed-upon proce­
dures engagements, and was a 
member of the ASB’s Audit 
Issues Task Force. Since January 
1997, Debbie has served as a 
member of the ASB Horizons 
Task Force, which is identifying 
ASB priorities and developing a 
strategic plan to help guide the 
ASB through the next several 
years.
The board of directors also 
approved the appointment of 
James S. Gerson as the ASB’s 
first vice chair. Jim is a partner in 
Coopers & Lybrand LLP and is 
Director, Audit Policy, in his 
firm’s National Business Assur­
ance Directorate. Jim directs 
his firm’s efforts in developing 
audit policies and guidance. He 
has served on the ASB since 
1992, and currently is chair 
of the ASB Horizons and 
Management Representations 
Task Forces. He also is a mem­
ber of the ASB’s Audit Issues 
Task Force.
The board of directors also 
approved the nominations of 
two new ASB members, whose 
terms will begin on January 1, 
1998.
Andrew J. Capelli is a part­
ner with KPMG Peat Marwick 
LLP where he serves in the 
Department of Professional 
Practice—Assurance. Andy was a 
member of AICPA Council from 
1990 to 1994, and is a past presi­
dent of the New York State 
Society of CPAs. As chair of two 
AICPA committees on employ­
ee benefit plans, Andy made sig­
nificant contributions to the 
development of the AICPA’s first 
audit and accounting guide for 
employee benefit plans, and the 
first Annual AICPA Employee 
Benefit Plans Conference.
(continued on page 3)
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ASB Issues Four New Standards
by Kim M. Gibson
he ASB recently issued 
three new Statements on 
Auditing Standards (SASs) 
and a new Statement on Standards 
for Attestation Engagements 
(SSAE). The new standards are SAS 
No. 83 and SSAE No. 7, both titled 
Establishing an Understanding With 
the Client (Product Numbers 060678 
and 023025); SAS No. 84, 
Communications Between Predecessor 
and Successor Auditors (Product 
Number 060683); and SAS No. 85, 
Management Representations (Product 
Number 060687).
Establishing an Understanding 
with the Client
In October 1997, SAS No. 83 
and SSAE No. 7, both titled 
Establishing an Understanding With 
the Client, were issued by the ASB. 
1'hese new standards amend the 
auditing and attestation standards 
to incorporate guidance about 
obtaining an understanding with a 
client regarding the services to be 
performed. The ASB believes that 
the guidance will reduce misunder­
standings between CPAs and their 
clients as to the nature and limita­
tions of the engagements to be per­
formed.
SAS No. 83 and SSAE No. 7 —
• Require the practitioner to estab­
lish an understanding with the 
client that includes the objec­
tives of the engagement, the 
responsibilities of management 
and the auditor, and any limita­
tions of the engagement.
• Require the practitioner to docu­
ment his or her understanding 
with the client in the working 
papers, preferably through a writ­
ten communication with the client.
• Provide guidance for situations in 
which the practitioner believes 
that an understanding with the 
client has not been established.
SAS No. 83 also provides exam­
ples of specific matters that ordinar­
ily would be included in the 
understanding with the client, and 
other contractual matters an auditor 
may wish to include in the under­
standing.
SAS No. 83 and SSAE No. 7 are 
both effective for engagements for 
periods ending on or after June 15, 
1998. Earlier application is permitted.
Communications Between 
Predecessor and Successor 
Auditors
In October 1997, SAS No. 84, 
Communications Between Predecessor 
and Successor Auditors, was issued 
by the ASB. SAS No. 84 supersedes 
the guidance in SAS No. 7 of the 
same name. In addition, SAS No. 
84 —
• Revises the definitions of prede­
cessor and successor auditors to 
reflect the current environment 
in which proposals are made to 
prospective clients.
• Expands the required communi­
cations a successor auditor should 
make to a predecessor auditor 
before accepting an engagement. 
The successor is required to 
inquire about any communica­
tions the predecessor auditor may 
have made to the audit commit­
tee or others with equivalent 
authority, as prescribed by SAS 
No. 82, Consideration of Fraud in a 
Financial Statement Audit, SAS 
No. 54, Illegal Acts by Clients; and 
SAS No. 60, Communication of 
Internal Control Related Matters 
Noted in an Audit, and to make 
any other reasonable inquiries of 
the predecessor auditor.
• Recognizes that the successor 
auditor’s review of the predeces­
sor auditor’s working papers may 
affect the nature, timing, and 
extent of the successor auditor’s 
procedures with respect to the 
opening balances and consisten­
cy of accounting principles. It 
also clarifies that the nature, tim­
ing, and extent of the audit work 
performed and the conclusions 
reached in both these areas arc 
solely the responsibility of the 
successor auditor.
• Expands the extent of the work­
ing papers ordinarily made avail­
able to the successor auditor by 
the predecessor auditor to 
include documentation of plan­
ning, internal control, audit 
results, and other matters of con­
tinuing audit significance.
• Introduces an illustrative client 
consent and acknowledgment 
letter and an illustrative succes­
sor-auditor acknowledgment let­
ter. A predecessor auditor may 
conclude that obtaining written 
communications from both the 
former client and the successor 
auditor will allow greater commu­
nication between the predeces­
sor and successor, and greater 
access to the working papers than 
would be the case in the absence 
of such communications. These 
letters are presented for illustra­
tive purposes only and are not 
required by the SAS.
SAS No. 84 is effective with 
respect to acceptance of an engage­
ment after March 31, 1998.
(continued on page 4)
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(continued from page 1)
George H. Tucker is a partner 
in Ernst & Young LLP’s National 
Assurance and Advisory Business 
Services office. George has exten­
sive experience in information sys­
tems auditing and the effects of 
information technology on audits 
of financial statements. He cur-
rently is chair of the ASB’s SAS 
No. 70 APS Task Force, and serves 
on the ASB’s Computer Auditing 
Subcommittee. ❖
International Assurance Standards 
Exposed for Comment
by Thomas Ray
he International Auditing 
Practices Committee (IAPC) 
of the International Federa­
tion of Accountants (IFAC) recently 
issued for public exposure and com­
ment two proposed international assur­
ance standards. In August 1997, the 
IAPC issued a proposed assurance 
framework entitled, “Reporting on the 
Credibility of Information,” and in 
October 1997, they released a proposed 
International Standard on Auditing 
(ISA) entitled, “Going Concern.”
The assurance framework, and its 
related general principles, provide pro­
fessional accountants with an overall 
structure in which to report on the 
credibility of information. An objective 
of the framework is to position accoun­
tants to become primary providers of 
assurance services worldwide.
“Worldwide, there is a growing 
demand in both the public and pri­
vate sectors for services that enhance 
the credibility of information,” said 
Robert Roussey, IAPC Chairman 
and the AICPA’s representative on 
the IAPC. “The IAPC has therefore 
developed professional standards to 
establish the accountant as a primary 
provider of these assurance services, 
and to assist practitioners in provid­
ing quality assurance services.”
The exposure draft is divided into 
two main sections: the framework 
and the general principles. Both 
build on the existing approach to 
audits, including the public’s accep­
tance of the audit function as a factor 
that enhances the credibility of 
financial statements. The framework 
identifies the elements of engage­
ments in which the auditor reports 
on the credibility of information 
(reporting service engagements) and 
the relationships between these ele­
ments. The framework is intended 
as a broad statement of the funda­
mental components of reporting ser­
vice engagements, and provides a 
basis for the development of future 
services. The general principles 
apply the concepts established in the 
framework to develop the basic prin­
ciples for performing and reporting 
on these engagements. Additionally, 
the general principles provide guid­
ance on the objectives governing a 
reporting service engagement.
The proposed ISA on going con­
cern updates an existing auditing 
standard on the same subject to 
reflect changes in the international 
business environment and public 
expectations. “The continuance of a 
business as a going concern has long 
been one of the elements of the so- 
called public expectation gap. The 
combination of new international 
accounting assessment and disclo­
sure requirements with the new ISA 
[on going concern] should help close 
that gap,” said Mr. Roussey. The 
proposed ISA focuses in greater 
detail on the responsibilities of 
both management and auditors.
This proposed ISA makes specific 
reference to a recently revised 
International Accounting Standard 
that emphasizes management’s 
responsibility to make an assessment 
of an enterprise’s ability to continue 
as a going concern. Mr. Roussey 
noted that, “this puts a clear corpo­
rate governance responsibility on 
management to make a specific 
assessment.” As a part of the audit, 
the auditor will be required to con­
sider management’s assessment. 
Additionally, the proposal requires 
the auditor to consider the going con­
cern assumption in planning his or 
her audit.
The assurance framework expo­
sure period ends on February 15, 
1998. The going concern exposure 
period ends on January 31, 1998. 
The AICPA encourages its members 
and others in the United States to 
comment on the exposure docu­
ments. Comments should be 
addressed to the Director General 
at IFAC. Copies of the exposure 
documents may be obtained by call­
ing IFAC at 212/302-5952, or by 
visiting IFAC’s Web site at 
http://www.ifac.org.
IFAC is the worldwide organiza­
tion for the accountancy profession, 
with a membership consisting of 
126 accountancy bodies in 89 coun­
tries. The IAPC currently has vot­
ing representatives from fourteen 
IFAC member bodies. ❖
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Management Representations
At the September 1997 ASB 
meeting, the ASB voted to ballot 
SAS No. 85, Management Representa­
tions, for final issuance. SAS No. 85 
will supersede the guidance in SAS 
No. 19, Client Representations, and 
also will amend SAS No. 58, Reports 
on Audited Financial Statements. SAS 
No. 85 provides guidance regarding 
written management representa­
tions to be obtained by an auditor as 
part of an audit performed in accor­
dance with generally accepted audit­
ing standards. SAS No. 85 also —
• Clarifies that an auditor is 
required to obtain written repre­
sentations for all financial state­
ments and periods covered by an 
auditor’s report
• Requires management to make a 
representation that the financial 
statements are fairly presented in 
conformity with generally accepted 
accounting principles
Updates the list of specific repre­
sentations to be obtained from 
management
States that the auditor ordinarily 
should tailor the representation 
letter to include unique repre­
sentations relating to an entity’s 
business or industry, and con­
tains an appendix with additional 
representations that may be 
appropriate
Requires the auditor to investigate 
the circumstances and consider 
the reliability of a management 
representation, if that representa­
tion is contradicted by other audit 
evidence
• Describes circumstances that war­
rant obtaining an updated repre­
sentation letter from management, 
and includes an illustrative up­
dated management representation 
letter
• Amends SAS No. 58 to require a 
predecessor auditor to obtain a 
representation letter from man­
agement, in addition to obtaining 
a representation letter from the 
successor auditor, before reissu­
ing a report on financial state­
ments of a prior period.
SAS No. 85 was issued in 
November 1997 and is effective for 
audits of financial statements for 
periods ending on or after June 30, 
1998. ❖
Electronic Document Management
by Jane M. Mancino
he AICPA’s new Auditing 
Procedure Study (APS), 
Audit Implications of Elec­
tronic Document Management (Product
Number 021066), describes issues 
the independent auditor may need 
to consider when a client uses 
electronic document management 
(EDM). The APS was developed by 
a working group composed of mem­
bers of the AICPA’s Computer 
Auditing Subcommittee and the 
Canadian Institute of Chartered 
Accountants.
What the APS Does
The APS describes (1) EDM 
technologies (2) the benefits, risks, 
and pre-implementation considera­
tions of using EDM (3) controls (4) 
audit implications and (5) consider­
ations in establishing an audit 
approach. It also provides, in the 
appendices, sample controls and 
audit programs, as well as a discus­
sion of legal considerations.
What is EDM?
Historically, business information 
has been recorded on paper docu­
ments that were manually 
processed, filed, and retrieved. 
EDM systems provide the means to 
electronically generate, disseminate, 
and store documents. They also can 
help to manage the flow of electron­
ic documents through an entity. 
Examples of EDM systems include 
image, text management, and work 
flow systems. Image systems store 
images of paper documents in digi­
tal form, enabling an entity to store 
and retrieve documents electroni­
cally. Text management systems 
provide storage and navigation facil­
ities for text formatted as data. A 
text management system might 
enable a user to search for words or 
combinations of words in a docu­
ment or multiple documents. Work 
flow systems monitor the flow of 
documents through an entity 
enabling a user to determine the 
status of documents.
Audit Impact of EDM
The auditor needs to consider 
how an entity’s EDM system relates 
to its financial transaction system. 
Some EDM systems have a direct
(continued on page 5)
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impact on an entity’s financial trans­
action system, such as an optical 
character recognition system that is 
used to directly input invoices into 
the financial transaction system. 
Other systems may act as support 
for, but not be integrated with, a 
financial transaction system, for 
instance, an EDM system that is 
used to process insurance claims. 
Other EDM systems, such as pro­
ject information systems, may have 
no impact on the financial transac­
tion system. Although direct impact 
systems are currently believed to be 
less common than indirect and no­
impact systems, this may not be the 
case in the future as EDM becomes 
more prevalent. Auditors will need 
to gain an understanding of any 
direct-impact EDM system.
Another important audit consid­
eration is whether documents still 
exist in paper form. When such doc­
uments are available, the auditor 
may use the paper trail, although he 
or she would not be precluded from 
performing tests of controls. 
However, entities often destroy 
source documents after converting 
them into electronic documents. As 
noted in paragraph 14 of SAS No. 
31, Evidential Matter, “In entities 
where significant information is 
transmitted, processed, maintained, 
or accessed electronically, the audi­
tor may determine that it is not 
practical or possible to reduce 
detection risk to an acceptable level 
by performing only substantive 
tests for one or more financial asser­
tions. . . In such circumstances, the 
auditor should perform tests of con­
trols to gather evidential matter to 
use in assessing control risk. . . .”
If the underlying source docu­
ments have been destroyed, the 
auditor should consider testing con­
trols in the EDM system to ascer­
tain whether the data supplied to or 
supporting the transaction system 
are accurate, represent authorized 
transactions, and reflect appropriate 
cut-offs. 
Highlights of Technical Activities
  he ASB performs its work 
through task forces com- T posed of members of the 
ASB and others with technical 
expertise in the subject matter of 
the project. The findings of the task 
forces periodically are presented to 
the ASB for their review and discus­
sion. Listed below are the current 
task forces of the ASB and a brief 
summary of their objectives and 
activities.
SAS and SSAE Task Forces
Attestation Recodification Task 
Force (Staff Liaison: Jane M. 
Mancino; Task Force Chair: W. 
Ronald Walton). The task force was 
formed to determine whether 
Statements on Standards for 
Attestation Engagements (SSAEs) 
require amendment or interpreta­
tion. At the April 1997 ASB meet­
ing, the task force presented its 
recommendations which include 
revising the definition of an attest 
engagement, the requirement for a 
written assertion, and the elements 
of the practitioner’s report. At the 
July 1997 ASB meeting, the task 
force, with input from the Technical 
Audit Advisors Task Force, identi­
fied technical inconsistences in the 
attestation standards. The task force 
will present proposed revisions to 
the attestation standards relating to 
direct reporting at the December 
1997 ASB meeting.
Auditor Communications (Staff 
Liaison: Kim M. Gibson; Task 
Force Chair: Kurt Pany). See fea­
ture article, “ASB Issues Four New 
Standards.”
Communications Between Pre­
decessor and Successor Auditors 
(Staff Liaison: Kim M. Gibson; Task 
Force Chair: Stephen McEachern). 
See feature article, “ASB Issues 
Four New Standards.”
Electronic Dissemination of 
Audited Financial Information 
Task Force (Staff Liaison: Kim M. 
Gibson; Task Force Chair: John L. 
Archambault). The task force is con­
sidering issues concerning the elec­
tronic dissemination of audited 
financial statements, related audi­
tors’ reports, and other information 
that an accountant has reported on. 
Some of the issues that are being 
considered by the task force are (1) 
whether an accountant has an oblig­
ation to determine if his or her 
report and the information to which 
it relates will be electronically dis­
seminated, and (2) the accountant’s 
responsibility for the electronic ver­
sion of information attested to and 
other information that might be 
associated with that information.
Management's Discussion and 
Analysis (Staff Liaison: Beth 
Schneider/Deloitte & Touche LLP; 
Task Force Chair: John A. Fogarty). 
In March 1997, the ASB issued an
(continued on page 6)
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exposure draft of a proposed SSAE that provides guid­
ance to practitioners engaged to examine or review man­
agement’s discussion and analysis (MD&A) prepared 
pursuant to the rules and regulations of the Securities 
and Exchange Commission (SEC). An attestation 
engagement could be performed on MD&A for a public 
company or for other entities that choose to prepare an 
MD&A presentation in accordance with the SEC’s rules 
and regulations. Managements of non-public entities 
would be required to provide a written assertion that the 
MD&A was prepared using the published SEC rules 
and regulations as the criteria. The ASB has considered 
issues raised in the comment letters on the exposure 
draft and plans to ballot the proposed SSAE for final 
issuance at its November 1997 meeting.
Ownership, Existence, and Valuation Task 
Force (Staff Liaison: Judith M. Sherinsky; Task Force 
Chair: Luther E. Birdzell). The task force is considering 
the auditor’s responsibility for auditing financial-state­
ment assertions about the ownership, existence, and val­
uation of financial instruments, commodity contracts, 
and similar instruments. At the September 1997 ASB 
meeting, the task force presented a draft of a proposed 
SAS, titled Auditing Financial Instruments, that expands 
the scope of SAS No. 81, Auditing Investments, to include 
all financial instruments. The current scope of SAS No. 
81 includes (1) debt and equity securities, as that term is 
defined in FASB Statement No. 115, Accounting for 
Certain Investments in Debt and Equity Securities, and (2) 
investments accounted for under APB Opinion No. 18, 
The Equity Method of Accounting. At its April 1997 meeting, 
the ASB recommended that the task force draft an inter­
pretation of SAS No. 70, Reports on the Processing of 
Transactions by Service Organizations, that would provide 
guidance on whether an auditor needs to obtain infor­
mation about a custodian’s controls if an entity uses a 
service organization to maintain custody of its financial 
instruments. The task force will present a revised draft 
of SAS No. 81 and an interpretation of SAS No. 70 at the 
November 1997 ASB meeting.
Management Representations Task Force (Staff 
Liaison: Kim M. Gibson; Task Force Chair: James S.
Gerson). See feature article, “ASB Issues Four New 
Standards.”
Restricted Use Task Force (Staff Liaison: Judith M. 
Sherinsky; Task Force Chair: John J. Kilkeary). The task 
force is considering areas of the auditing and attestation 
standards that prescribe restrictions on the use or distri­
bution of accountants’ reports to determine whether 
standards should be developed that describe the charac­
teristics of the subject matter, nature of the engagement, 
or other factors that might necessitate a restriction on the 
use of an accountant’s report. The task force presented a 
draft of a proposed SAS, titled Restricting the Use of an 
Auditors Report, to the ASB at its September 1997 meet­
ing and will present a revised draft of the SAS at the 
November 1997 ASB meeting.
SAS No. 70 Task Force (Staff Liaison: Judith M. 
Sherinsky; Task Force Chair: George H. Tucker). The 
task force is revising the APS, Implementing SAS No. 70, 
Reports on the Processing of Transactions by Service 
Organizations (Product No. 021056), to reflect the 
changes introduced by SAS No. 78, Consideration of 
Internal Control in a Financial Statement Audit: An 
Amendment to SAS No. 55. The task force is also consid­
ering possible changes to the APS that might be 
required as a result of the findings of the Ownership, 
Existence, and Valuation Task Force.
Other Task Forces and Committees
Accounting and Review Services Committee 
(ARSC) (Staff Liaison: Judith M. Sherinsky; Chair: 
Wanda Lorenz). The ARSC conducted a public hearing 
on August 27-28, 1997 in Rosemont IL on the applica­
bility of Statements on Standards for Accounting and 
Review Services (SSARSs). Of the 29 views expressed at 
the hearing and in comment letters, four supported a 
proposal to permit CPAs to issue plain-paper financial 
statements and 25 opposed it. There were divergent 
views as to (1) whether SSARSs should be clarified to 
enable CPAs to easily determine when they are required 
to compile financial statements, and (2) whether the 
applicability section of SSARS No. 1 should be revised 
to exempt CPAs from the requirement to compile finan-
(continued on page 7)
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cial statements in certain situations. On October 13, 
1997, the ARSC met to discuss the views expressed at 
the public hearing. The ARSC voted to withdraw the 
proposed SSARS, Assembly of Financial Statements for 
Internal-Use Only, and concluded that CPAs should not 
be permitted to issue plain-paper financial statements. 
The ARSC also discussed various options for clarifying 
the applicability of SSARS, including clarifying 
the meaning of the term, “submission of financial 
statements.”
Audit Issues Task Force (Staff Liaison: Julie Anne 
Dilley; Task Force Chair: Edmund R. Noonan). The 
task force meets on a monthly basis to assist the Chair of 
the ASB and the Audit and Attest Standards staff with 
the technical review of audit issues.
ASB Horizons Task Force (Staff Liaison: Julie 
Anne Dilley; Task Force Chair: James S. Gerson). The 
ASB Horizons Task Force was established to formulate a 
strategic plan for the ASB as it moves into the 21st cen­
tury. The task force presented a draft of its plan to the 
ASB at its September 1997 meeting. The target date for 
ASB approval of a final product is December 1997. The 
task force welcomes the input of AICPA members and 
others interested in the ASB’s planning initiatives. 
Inquiries or comments may be directed to Julie Anne 
Dilley, Technical Manager, Audit and Attest Standards 
at the AICPA, 1211 Avenue of the Americas, New York, 
NY 10036, or via e-mail to Jdilley@aicpa.org.
Computer Auditing Subcommittee (Staff Liaison: 
Jane M. Mancino; Task Force Chair: Carol A. Langelier). 
The Computer Auditing Subcommittee met on October 
15, 1997, and some members of the Subcommittee par­
ticipated in the AICPA’s annual ranking of technologies 
held at the University of Arizona on October 16-17. The 
Subcommittee is currently involved in the following pro­
jects: (1) a review of the International Auditing Practice 
Statements relevant to information technology, (2) 
development of a series of articles on electronic com­
merce, and (3) drafting of a CICA study on continuous 
auditing. For an update on the Committee’s new audit­
ing procedure study, see the feature article,“Electronic 
Document Management.”
FASB 125 Audit Issues Task Force (Staff Liaison: 
Julie Anne Dilley; Task Force Chair: Tracey Barber). 
The task force is drafting guidance on audit issues arising 
from the implementation of Statement of Financial 
Accounting Standards (SFAS) No. 125, Accounting for 
Transfers and Servicing of Financial Assets and 
Extinguishments of Liabilities. The guidance will focus 
on —
• The audit evidence needed to support the assertion 
that a transfer meets the legal isolation criteria of 
paragraph 9(a) of SFAS 125
• When the use of a legal specialist may be required
• Factors that should be considered in assessing the 
adequacy of the legal response
• The use, as audit evidence, of legal responses that are 
restricted to the client.
The task force expects to issue the guidance in the 
form of an interpretation in late December 1997.
Forecasts and Projections Task Force (Staff: 
Robert Durak; Task Force Chair: Don Pallais). In May 
1997, the task force completed its revision of the AICPA 
Audit Guide, Guide for Prospective Financial Information 
(Product No. 012067), to reflect the issuance of SSAE 
No. 4, Agreed-Upon Procedures Engagements, and the 
Private Securities Litigation Reform Act of 1995.
International Auditing Practices (Staff Liaison: 
Thomas Ray; Task Force Chair: Robert Roussey). The 
current agenda of the International Auditing Practices 
Committee (IAPC) includes developing assurance stan­
dards (see feature article, “International Assurance 
Standards Exposed for Comment”) and revising the 
International Standards on Auditing (ISAs) dealing with 
audit sampling, going-concern, environmental issues, 
confirmations, and prospective financial information. 
The Committee recently agreed to undertake a pro­
ject to revise its standard on the auditor’s responsibil­
ity with respect to the risk of material misstatement 
caused by fraud. An analysis comparing the ISAs with 
the SASs to identify instances where the ISAs exceed 
the SASs is included in Appendix B of the 
Codification of Statements on Auditing Standards as of 
January 1, 1997.
SEC Auditing Practice (Staff Liaison: Jane M. 
Mancino; Task Force Chair: Richard Dieter). The task 
force monitors regulatory developments affecting 
accountants' involvement with financial information in 
filings with the SEC. It considers the need for, and devel­
ops as necessary, guidance in the form of SASs, SSAEs, 
auditing interpretations, or guides. Liaison with the SEC 
is maintained through the Audit Issues Task Force.
Technical Audit Advisors Task Force (Task Force 
Chair: Thomas Ray). The task force receives assign- 
(continued on page 8)
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ments, on an on-going basis, from the Audit and Attest 
Standards staff and the Audit Issues Task Force. The 
task force currently is assisting the Attestation 
Recodification Task Force.
Auditing Procedure Studies
Auditing Procedure Studies (APSs) provide nonauthor- 
itative guidance on the implementation of auditing and 
attestation standards. In addition to the APSs mentioned 
in the task force summaries above, the Audit and Attest 
Standards staff currently is revising the following APSs.
Analytical Procedures (Kim M. Gibson). This APS 
is designed to help practitioners effectively use analyti­
cal procedures. It includes a description of how analyti­
cal procedures are used in audit engagements, relevant 
questions and answers, and case studies, including a case 
study using regression analysis.
Audits of Small Businesses (Thomas Ray). This APS 
describes the characteristics of small businesses that may 
affect audits of these entities, and provides guidance on 
how the auditing standards may be implemented in small­
business audit engagements. The APS is being revised to 
reflect certain recently issued auditing standards.
Audit Sampling (Dan Guy). This APS will supersede 
the existing audit guide, Audit Sampling, and is being 
revised to reflect recently issued auditing standards. ❖
AICPA Issues Guidance on the Year 2000 Issue
The AICPA has issued nonauthoritative guidance relating to the Year 2000 Issue. The guidance 
is available free of charge on the AICPA’s website (http://www.aicpa.org) and will be available in 
print by December 5, 1997 (Product Number 022503). The guidance will contain recently issued 
interpretations of AU Section 311, Planning and Supervision, that address the Year 2000 Issue, 
an overview of the Year 2000 Issue, summaries of the applicable accounting and disclosure 
requirements or practices currently in effect, and suggestions as to how CPAs can help their 
clients understand the importance of addressing the Year 2000 Issue.










Attestation Recodification DD DD
FASB 125 Audit Issues DD
Management’s Discussion 
and Analysis FI
Ownership, Existence, and Valuation ED
Restricted Use ED
Codes: DI—Discussion of issues, DD—Discussion of draft document, ED—Vote to ballot a document for 
exposure, CL—Discussion of comment letters, FI—Vote to ballot a document for final issuance.
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Recently Issued and Approved Documents
Title (Product Number) Issue Date Effective Date
SAS No. 82, Consideration of Fraud in a
Financial Statement Audit (060675)
February 1997 Effective for audits of financial state­
ments for periods ending on or after 
December 15, 1997
SAS No. 83, Establishing an Understanding 
with the Client (060678)
October 1997 Effective for engagements for periods 
ending on or after June 15, 1998
SSAE No. 7, Establishing an Understanding 
with the Client (023025)
October 1997 Effective for engagements for 
periods ending on or after 
June 15, 1998
SAS No. 84, Communications Between 
Predecessor and Successor Auditors (060683)
October 1997 Effective with respect to acceptance 
of an engagement after March 31, 1998
SAS No. 85, Management Representations (060687) November 1997 Effective for audits of financial 
statements for periods ending on or 
after June 30, 1998
Interpretation of SAS No. 75, Engagements to 
Apply Agreed-Upon Procedures to Specified 
Elements, Accounts, or Items of a Financial 
Statement, titled “Applying Agreed-Upon 
Procedures to All, or Substantially All, of the 
Elements, Accounts, or Items of a Financial 
Statement”
September 1997 Effective upon publication in the 
Journal of Accountancy. This 
interpretation is scheduled to be 
published in the November 1997 
Journal of Accountancy.
Interpretation of SAS No. 62, Special Reports, 
titled “Evaluating the Adequacy of Disclosure 
in Financial Statements Prepared on the Cash, 
Modified Cash, or Income Tax Basis of 
Accounting”
November 1997 Effective upon publication in the 
Journal of Accountancy. This interpretation 
is scheduled to be published in the 
January 1998 Journal of Accountancy.
Upcoming ASB Meetings




New York, NY 
February 3-5, 1998
San Diego, CA
Visit the AICPA's Web site at http://www.aicpa.org
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